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U.K. Balance of Payments 


Provisional estimates of the United Kingdom’s bal- 
ance of payments, recently published as a White Paper 
(Cmd. 8976), indicate that the surplus on current ac- 
count, excluding defense aid received from the United 
States, fell from £93 million in the second half of 1952 
to £26 million in the first half of 1953. When defense 
aid is taken into account, the over-all current account 
surplus was £81 million in the first half of 1953, com- 
pared with £156 million in the previous half year. This 
deterioration was even greater if allowance is made for 
interest payments in the earlier period of some £40 mil- 
lion on the U.S. and Canadian loans. 

The entire fall in the current account surplus can be 
accounted for by movements in visible trade, for which 
a deficit of £140 million was reported. Imports in- 
creased by £135 million, food and feeding stuffs being 
responsible for £98 million of the rise; higher imports 
of raw materials were concealed by falling prices. While 
exports rose by £21 million, they were still running well 
below the rate established in the second half of 1951 
and the first half of 1952. The failure of exports to 
keep pace with rising imports, occasioned largely by 
higher consumption of meat and other food as well as 
some rebuilding of stocks, has already been the subject 
of comment by the Chancellor of the Exchequer. 

There were no major changes in the invisibles account, 
which showed a surplus of £166 million. A net improve- 
ment of £34 million on interest, profits, and dividends 
was entirely fortuitous since interest payments to the 
United States and Canada amounted to only £2 million 
in the first six months of this year, compared with £41 
million in the second half of 1952. Military and other 
expenditures by the Government were again higher. 
Travel expenditures by British residents declined, as is 


International Materials Conference 

The International Materials Conference has announced 
that the Central Group of the Conference has gone on a 
“stand-by” basis as from October 23. On this basis, 
the Central Group will no longer meet regularly, but will 
provide a meeting point, at an international level, for 
the discussion of common problems arising out of pos- 
sible shortages of raw materials, and furnish an instru- 
ment for the speedy recalling of specialized groups should 
new emergencies arise. 
Source: International Materials Conference, Press Re- 


lease, Washington, D. C., October 26, 1953. 


usual in the first half of the year, while receipts from 
foreign travelers increased, probably on account of the 
Coronation. 

The regional pattern of U.K. transactions showed a 
number of striking changes. When defense aid is taken 
into account, the United Kingdom achieved a surplus of 
£34 million on its current account with the dollar area. 
With defense aid excluded, the U.K. deficit with the dollar 
area was £21 million—an improvement of £62 million 
from the previous period, mainly on invisibles account, 
of which only £39 million arose from the incidence of 
interest payments on the U.S. and Canadian loans. On 
the other hand, the U.K. surplus with the rest of the 
sterling area fell by £34 million, to only £38 million, the 
smallest surplus on this account since 1946; increased 
imports of food and raw materials accounted for most 
of the change. The U.K. surplus with OEEC countries 
rose slightly, but transactions with the rest of the non- 
sterling, non-dollar world gave rise to a deficit of £30 
million, compared with a surplus of £70 million in the 
previous six months. 

The Investment and Financing Account records a fall 
in net overseas investment, from £86 million to £62 mil- 
lion, a decrease in official holdings of non-dollar cur- 
rencies, and a somewhat larger reduction of debt to 
EPU. Sterling liabilities rose by £172 million, against 
an increase of £24 million in the previous half year, 
while gold and dollar reserves rose by £186 million, 
against £57 million in the earlier period. The surplus of 
the rest of the sterling area with the non-sterling areas 
largely explains the rise in both reserves and sterling 
liabilities. 

Sources: The Times, October 23, 1953, and The Finan- 
cial Times, October 23, 1953, London, England. 


International Wheat Agreement 

The U.S. export quota under the International Wheat 
Agreement, which last year was 253,128,000 bushels, will 
be 209,558,000 bushels for 1953-54. The Canadian quota 
is similarly reduced from 235 million to 163 million 
bushels and the Australian quota from 88.7 million to 
48 million bushels. Reallocations became necessary as a 
result of the withdrawal of the United Kingdom from 
the Agreement. (See also this News Survey, Vol. VI, 
pp. 17 and 41.) 
Source: The Wall Street Journal, New York, N. Y., 

October 28, 1953. 
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Europe 


Evropean Coal Surpluses 

At the Council meeting of the European Coal and Steel 
Community, concern was expressed by members over 
the mounting coal stocks in Belgium and France. At 
the end of September, total ECSC stocks were about 
11 million tons, or only about one month’s production, 
but 80 per cent of these stocks were in two countries— 
5.8 million tons in France, and about 3 million tons in 
Belgium. The High Authority has announced that it does 
not intend, at this time, to help finance the stocks. 

The Coal Committee of the United Nations Economic 
Commission for Europe has stated that the situation in 
Belgium and France has not been caused by fluctuations 
in intra-European coal trade but rather by a decline in 
internal demand, which may have been aggravated by 
three factors: over-stocking of coal in both countries in 
previous years; the favorable condition of the hydro- 
electric power industry in France during 1952-53; and a 
slight decline in industrial activity in Belgium. The 
recent strike in France has, however, reduced stocks in 
that country. 

Sources: The Financial Times, London, England, 
October 12, 1953; Agence Economique et 
Financiére, Brussels, Belgium, October 14, 1953. 


U.K. External Trade in September 

Provisional U.K. trade figures for September, issued 
by the Board of Trade, show that while total exports, 
at £209.7 million, were £2.7 million higher than in 
August, imports rose £20.4 million, to £269.7 million. 
The visible trade deficit was, accordingly, £17.7 million 
higher than in August. The daily rate of exports in 
August was the lowest for the year, while the daily rate 
of imports was the third lowest recorded in 1953. U.K. 
exports to North America amounted to £25.4 million— 
7 per cent less than the July-August average—of which 
exports to the United States accounted for £13.8 million 
and exports to Canada for £11.6 million. 

For the third quarter as a whole, the average monthly 
trade deficit was £56 million, compared with £54 million 
in the first quarter and £74 million in the second. Ex- 
ports to the United States were higher in the third 
quarter than in the second, but the sharp increase in 
exports to Canada recorded in the second quarter was 
not maintained in the third. 
Source: The Financial Times, 

October 13, 1953. 


Budgetary Expenditure in France in 1954 

While accurate figures for the French 1954 budget 
are not yet available, since discussions on the adminis- 
trative and political levels are still under way, recent 
statements by the Secretary of the Finance Commission 
at the National Assembly and by the Minister of Finance 


London, England, 
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cult to estimate the actual expenditure that will be covered 
by the budget. Assuming, however, that government 
financing of investment in 1954 will be roughly as large 
as in 1953, budget expenditures would be approximately 
3,700 billion francs, or some 114 billion francs less than 
the present estimate for 1953. The reduction is the re- 
sult of reduced expenditure in all major sectors, notably 
the military sector, where expenditure amounts to 1,110 
billion francs (or roughly one tenth of the net national 
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income and one third of total budget expenditure) and In 
compares with approximately 1,230 billion francs in 1952. F ment 
Source: Agence Economique et Financiére, Paris, § for 1 
France, October 12, 1953. dolla 
New Belgian Government Loan The 
The Belgian Government opened, on October 5, 1953, § ° - 
qe ie be a 
subscriptions to a 41% per cent 15-yeat loan. This is h 
the third loan which the Government has issued during "3 
this year (see also this News Survey, Vol. VI, p. 2); , . 
proceeds from the two loans of March and May amounted “ 
to Bfr 8 billion, whereas subscriptions to the new loan = 
had reached Bfr 5.3 billion just before the closing date. a 
The latest bonds were issued at 98 and are redeemable ~s 
by lot at 100, 101, or 102, depending on the time of ip 
redemption. Interest and reimbursement premiums are a 
exempt from taxation. The yield of this loan, estimated " 
at 4.81 per cent, is slightly lower than that of the previous ee 
loan. Last year’s loans carried a yield of about 5.25 AY, 
per cent. Ma 
Sources: Agence Economique et Financiére, Brussels, se 
Belgium, October 5 and 24, 1953. mil 
Swiss Investment Funds am 
The plethora of funds in Switzerland continues to the 
exercise a pressure that threatens to become a permanent wh 
feature of the money market. The gross average yield of mi 
gilt-edged securities, calculated to maturity, which had So 





been 5.31 per cent in 1924 and 3.24 per cent in 1938, 
had fallen to 2.51 per cent by August 1953. 
The volume of fixed-interest securities has failed to 
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rise more rapidly, partly because government budget 
surpluses have made possible the building of public 
works without borrowing and the repayment of outstand- 
ing debt. Industrial and commercial firms have also 
shown a marked preference for methods of self-financing. 
Large capital sums have been repatriated to Switzerland 
just when unfavorable political and economic conditions 
are acting as a deterrent to the export of capital. 
Savings, both of firms and of private individuals, con- 
tinue to be large. The introduction of the Federal Old 
Age and Dependents Insurance Scheme in January 1948 
has neutralized almost entirely the effects of the increase 
between 1938 and 1952 in the aggregate of fixed-interest 
securities. This aggregate had increased, by Sw fr 2.7 
billion, from Sw fr 9.7 billion in 1938 to Sw fr 12.4 bil- 
lion in 1952, while the investments of the Insurance 
Scheme totaled Sw fr 2.2 billion at the end of 1952. The 
yearly investment of Sw fr 400-500 million in this way 
seems likely to perpetuate the present very low interest 
rates, and there have been various proposals for a reduc- 
lion in contributions, a less rigid investment policy, and 
increased benefits. 
Source: Swiss Bank Corporation, Bulletin, Basle, Switzer- 
land, September 1953. 


Denmark’s Dollar Debt 

In February and April of this year the Danish Govern- 
ment announced that $14.4 million had been set aside 
for retirement and cancellation of outstanding Danish 
dollar bonds (see this News Survey, Vol. V, p. 342). 
The Ministry of Finance announced on October 27 that 
a further $10.5 million has similarly been set aside to 
be applied as follows: $1.5 million for City of Copen- 
hagen 25-year 5 per cent bonds due on June 1, 1952; 
$1.2 million for City of Copenhagen 25-year 414 per cent 
bonds due on May 1, 1953; $66,500 for contractual 
retirement of Mortgage Bank of the Kingdom of Den- 
mark 45-year 5 per cent Sinking Fund External Gold 
bonds due on December 1, 1972; and the remainder, 
about $7.7 million, for redemption on February 1, 1954 
of all outstanding and unpaid 30-year 51 per cent Ex- 
ternal Loan Gold bonds due on August 1, 1955. 

At the beginning of 1953 arrears on Danish dollar 
bonds held abroad amounted to US$37 million. The 
41% per cent City of Copenhagen loan which matured on 
May 1, 1953 was not repaid, which meant that arrears 
on dollar bonds owned abroad increased by about US$9 
million. A further $3 million was required for ordinary 
amortizations in 1953. Total claims of $49 million will 
therefore be reduced by the end of 1953 to US$32 million, 
which will be further reduced by the payments of $7.7 
million planned for February 1, 1954. 

Sources: Ministry of Finance, Notice to Bondholders, 
October 27, 1953, and Danmarks Nationalbank, 
Annual Report, 1952, Copenhagen, Denmark. 


Economic Conditions in Norway 


The unfavorable developments in Norway’s balance of 
payments, which began in the last quarter of 1952, were 
intensified in the first half of 1953, when the deficit in 
the balance of payments on goods and services was 
NKr 590 million (US$83 million). The deficit was due 
mainly to gradual changes in the terms of payments, 
particularly on the import side. According to the pay- 
ments statistics of the Bank of Norway, however, the 
cash deficit was only NKr 263 million. From January- 
August 1952 to January-August 1953, trip charter rates 
for dry cargo vessels fell by 28 per cent and time charter 
rates by 50 per cent. During the same period, export 
prices dropped by 18 per cent, while import prices 
dropped by only 6 per cent. Furthermore, the volume 
of imports increased by 10 per cent, while the volume 
of exports rose by only 8 per cent. In July and August 
of this year, the balance of payments improved slightly, 
chiefly because of a decline in the volume of imports, 
but also because of some improvement in the terms of 
trade. 


In the national budget for 1953, a 4 per cent increase 
over 1952 was anticipated for the volume of industrial 
production. For the first eight months of the year, the 
production index was 2.9 per cent higher than for the 
same period last year. The improvement was especially 
marked during July and August, but it is still too early 
to determine whether it will continue. The increased 
output was mainly in industries producing for the home 
market. Output in the fishing and whaling industries, 
which is determined by natural conditions, was less than 
in 1952. Crop conditions have been very favorable this 
year, and provisional reports estimate the total crop at 
2,212 million feed units, the largest ever obtained in 
Norway. 


Since May, there has been some decline in the short- 
term lending of the banks. The banks’ holdings of secur- 
ities have also been reduced, whereas mortgage loans 


have increased by almost the same amount. However, 


bank deposits have continued to increase, and in August 


they were higher than at any previous time. The net 
result of the changes since May has been a considerable 
increase in the amount of liquid funds held by the banks. 


Prices in 1953 have been much more stable than in 
1952. However, this stability must be considered against 
the background of the downward tendency in several 
other countries. 


Full employment has been maintained, although there 
has been some seasonal unemployment, particularly in 
northern Norway during the winter, owing to climatic 
difficulties. 


Source: Norges Bank, Bulletin, Oslo, Norway, Octo- 
ber 15, 1953. 
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Economic Conditions in Finland 

The economic survey of the Finnish Ministry of 
Finance, presented in connection with the 1954 budget, 
shows that gross national product in real terms in 1953 
is expected to be 2 per cent less than in 1952, follow- 
ing a similar decline in that year. Agricultural output 
is, however, estimated at some 3 per cent larger than in 
1952. In forestry, total log cutting during the 1952-53 
season was 25 per cent lower than in the preceding sea- 
son; in the current season it will be 38 per cent lower 
than in 1951-52. In manufacturing industries, produc- 
tion was down by 2 per cent during the first half of the 
year, and production in the wood processing industries is 
estimated at 5 per cent less than in 1952. Building and 
construction activity is expected to be some 2 per cent 
larger. 

The volume of exports is expected to be 5-10 per cent 
larger than in 1952, but prices are expected to be some 
25 per cent lower. Imports of goods and services in 
real terms are expected to be down by some 26 per cent, 
compared with 1952. The balance of payments on goods 
and services is expected to show a small surplus in 1953, 
while in 1952 there was a large deficit of Fmk 34 billion. 
The report states that on the basis of price and wage 
developments the competitive position of Finnish goods 
has deteriorated noticeably in comparison with prewar 
years. This deterioration has serious implications for 
the future, because the prices of lumber, woodpulp, and 
paper are still relatively higher than the prices of other 
goods. 

During 1952, domestic demand for consumption and 
investment rose more quickly than the gross national 
product, but equilibrium was achieved with the help of a 
large import surplus. In 1953, the generation of income 
has not declined to the same extent as the gross national 
product, but there has been a considerable fall in inven- 
tories, especially of raw materials, and this has helped 
to maintain stability. Consumption and investment can- 
not be maintained at the same level in 1954 unless there 
are major changes in the situation. 

Unemployment rose considerably in the early months 
of 1953, but there was a seasonal improvement in the 
summer and early fall. It is expected to rise again this 
winter. 

The report concludes that the possibilities for main- 
taining production, employment, and standard of living 
at the same level as in the past year are limited unless a 
certain level of foreign trade can be maintained. 
Source: Ministry of Finance, Economic Survey of Fin- 


land, Helsinki, Finland, September 1953. 


Retail Prices in Czechoslovakia 


The retail price reductions associated with the Czecho- 
slovak monetary reform of June 1 (see this News Survey, 
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Vol. V, p. 381) are to become effective on October 1, 
and certain normal seasonal price increases will be post. 
poned until November 1. It is officially reported that 
the price reductions, which range from 5 per cent to 
45 per cent, will affect about 23,000 types of products, 
including both foodstuffs and industrial goods. The 
prices of bread, butter, and fats will, however, not be 
changed, and the prices of milk and eggs will undergo 
the normal seasonal increase in November. The official 
estimate of the savings which these price reductions will 
make possible for domestic budgets is about 4.5 billion 
korunas per annum. 


Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
October 6, 1953. 














Italo-Arab Economic and Trade Conference 
On September 26, fifty delegates from eight Arab 


countries met with Italian economic and trade experts 
in Bari to work out a better exchange of goods across 
the eastern Mediterranean. The Arab delegates spent a 
week prior to the conference touring the major industrial 
centers of north Italy. Professor Tridente, Chairman 
of the Bari-Levant Fair, pointed out that Italy was the 
third largest buyer of goods from the Arab countries, 
purchasing materials valued at $163 million in 1951, and 
probably a larger amount in 1952, and is the fifth 
largest supplier, shipping $61 million worth of products 
in 1951 and more in 1952. Italy at present has formal 
trade agreements with only Egypt and Iraq; it is hoped 
that agreements with other Arab countries will be con- 


cluded. 


Arab trade experts were told that the Italian Parlia- 
ment would be asked to pave the way for increased ex- 
ports to the Arab world. Senator Malagody stated that 
two bills had already been drafted which would help 
provide credit to finance exports of machinery and other 
materials to Arab countries and to provide a special gov- 
ernment insurance fund to guarantee investments in the 
export business. The delegates of Saudi Arabia, Egypt, 
Lebanon, Jordan, Libya, and Syria suggested that Italy 
might provide capital and technicians. 
























































































The conference passed a resolution in favor of the 
simplification of tariffs, financial measures to encourage 
exports (especially Italian machinery) to Arab states, the 
participation of Arab countries at future fairs at Bari, 
and the development of Italian communications with 
Arab countries. The conference decided to set up an Italo- 
Arab trade commission and announced a plan for the 
creation of an “Eastern Mediterranean Economic Area” 
in which Italy’s industrial, commercial, banking, and in- 
surance facilities would be placed at the disposal of the 
Arab world. 

Sources: The Egyptian Gazette, Cairo, Egypt, Septem- 
ber 27, 28, and October 1, 1953. 
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Middle East 
Middle East Oil Output 


Middle East oil output for the first nine months of this 
year was just over 90 million metric tons; this is only 
about 10 million tons less than the total for the entire 
year 1952 and 12 million tons more than in the first 
nine months of 1952. The leading producer was Kuwait, 
with 32 million tons, which is equivalent to the highest 
output ever achieved by Iran in any single year. Saudi 
Arabia produced almost 31 million tons, and Iraq just 
over 20 million tons. 


Source: The Egyptian Gazette, Cairo, Egypt, October 23, 
1953. 


Premiums on Egyptian Entitlement Accounts 


Premiums on Egyptian sterling entitlement accounts 
(see this News Survey, Vol. VI, p. 96) fluctuated during 
September between 644 and 4% per cent. Premiums 
on U.S. dollar accounts fluctuated between 11.11 and 
11.03 per cent, and on Deutsche Mark accounts, between 
15 and 12 per cent. The premiums at the end of Septem- 
ber on these three accounts were, respectively, 544, 11.03, 
and 12%4 per cent. 

Source: Barclays Bank (Dominion, Colonial and Over- 
seas), Overseas Review, London, England, 


October 1953. 


Qatar Offshore Oil 


The Shell Overseas Company has formed a subsidiary 
company with a capital of £1 million to follow up plans 
for developing the underwater oil deposits in the Persian 
Gulf off the coast of Qatar. The concession was acquired 
last year by the Shell group, and exploration has already 
begun. The first submarine well will probably be sunk 
next year. (See also this News Survey, Vol. V, p. 273.) 
Sources: The Egyptian Gazette, Cairo, Egypt, October 17, 

1953; Le Commerce du Levant, Beirut, Leban- 
on, October 17, 1953. 


Resumption of lraqi-Greek Trade 


The Iraqi Government has decided to resume trade 
relations with Greece. Relations were broken off in 
August 1951 because Greece was regarded by the mem- 
bers of the Arab League at that time as a transit area for 
goods smuggled to Israel. 

Source: The Egyptian Gazette, Cairo, Egypt, October 17, 
1953. 


Far East 
Indian Contribution to Colombo Plan 


While India has received assistance under the Colombo 
Plan from the more advanced countries, it has itself 
contributed £750,000 to the £8 million Technical Co- 
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operation Scheme of the Colombo Plan, and made avail- 
able facilities for technical training to many countries in 
Asia. By the end of 1952, India had provided 5 experts 
and about 75 scholarships. Training has been offered in 
India’s multipurpose river valley projects, and in the 
technical institutions of the country, some of which are 
operated jointly by the Government of India and special- 
ized agencies of the United Nations. Foreigners have 
been trained in the International Statistical Education 
Center, the International Training Center on Rice Breed- 
ing, the Indian Institute of Sugar Technology, the Gov- 
ernment of India Customs House in Bombay, and the 


All-India Radio. 


Source: Government of India, Press Information Bureau, 
Press Release, New Delhi, India, September 26, 
1953. 


Ceylon’s Import Restrictions 

Ceylon has relaxed its restrictions on the importation 
from sterling area countries of a wide range of goods, 
including ham, bacon, cheese, butter, and ghee. Imports 
of iron and steel castings, brass, lead, tin, zinc, electric 
wires, sulphuric acid, sulphur, newsprint, and tires from 
the dollar area as well as the sterling area are also freed 
from controls. 


Source: The Times of India, Bombay, India, October 18, 
1953. 


Export-Import Bank Loan to Japan 

The Export-Import Bank of Washington announced on 
October 26 that it had authorized a credit of $60 million 
in favor of the Bank of Japan to finance the purchase of 
U.S. cotton; this is the third credit of this type to the 
Bank of Japan since 1951 (see this News Survey, Vol. V, 
p. 339). Financing will be through a letter of credit 
under which 15-month drafts bearing interest of 344 per 
cent per annum will be drawn on the Bank of Japan. 

At current market prices, it is estimated that approxi- 
mately 300,000 bales of cotton can be financed by the 
credit, which will be available through July 31, 1954. 
The cotton trade is one of the most important elements 
in U.S.-Japanese economic relations; in recent years 
Japan has been the largest market for U.S. cotton exports. 


Source: The Export-Import Bank of Washington, Press 
Release, Washington, D. C., October 26, 1953. 


Japanese Fertilizer Exports and Supplies 

During the period August 1952 to July 1953, Japan 
exported 536,000 metric tons of ammonium sulphate, of 
which more than one half went to Korea, about one tenth 
to Taiwan, and the rest to India, the United States, the 
Philippines, Hawaii, Pakistan, Thailand, the Ryukyus, 
and Indo-China. 
The Ministry of International Trade and Industry has 
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estimated that export requirements for the 1953-54 
fertilizer year will exceed those for last year. Contracts 
have been made to export an increasing amount (250,000 
metric tons) to Taiwan, and export to Mainland China 
has also been authorized by the Government. 

According to the Ministry’s estimates, the supply of 
ammonium sulphate for the 1953-54 fertilizer year will be 
2,274,000 metric tons and domestic requirements are 
put at 1,700,000 metric tons. Reserve stocks of 30,000 
tons are required and the Government plans to purchase 
10 per cent of the domestic requirements, i.e., 170,000 
tons, as a supplementary stockpile. This leaves an export 
surplus of only about 370,000 tons, which is much less 
than last year’s exports. 

The Ministry has therefore decided to make an addi- 
tional electric power allocation of 20-30 million kilowatt 
hours for the manufacture of fertilizer during October- 
December 1953. This allocation should make possible 
an increase in production of 30,000 metric tons of 
ammonium sulphate. 


Source: The Journal of Commerce, New York, N. Y., 
October 7, 1953. 


Japanese Negotiations for Soviet Timber Imports 


According to a spokesman of the Sino-Japanese Trade 
Promotion Council, negotiations for imports of Soviet 
timber into Japan are expected to start this month be- 
tween the Soviet Trade Mission and Japanese trade firms. 
The Soviet Trade Mission has expressed the wish to 
export timber to Japan during the fiscal year beginning 
next April. Japanese pulp makers and trade firms re- 
cently petitioned the Japanese Government to help them 
secure 3.6 billion koku (1 koku — about 120 board 
measure) of Soviet timber. Before the war they used 
considerable quantities of Saghalien timber, and as a 
consequence of overcutting, Japanese forest resources 
have been fast running out. The Japanese pulp industry 
would like to have Soviet timber imported at prices 
averaging 1,000 yen (US$2.80) per koku, c.i.f. Japan, 
compared with around 1,300 yen, c.i.f., at which U.S. 
timber has been imported. It is not known whether the 
Soviet Union will agree to such a price. Japanese trade 
firms are also planning to have Soviet ships repaired or 
built in Japan in a barter deal for projected imports of 
Soviet timber. 

Source: The Journal of Commerce, New York, N. Y., 
October 1, 1953. 


United States and Canada 


U.S. Balance of Payments in First Half of 1953 


Countries outside the United States accumulated $1,212 
million of gold and dollar assets during the first six 
months of 1953. For Western Europe, the increase 
amounted to $1,013 million, primarily because of rela- 
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tively large exports of metals, raw materials, and semi- 
manufactures to the United States, rising U.S. military 
expenditures, including “offshore procurement,” and per- 
haps some dollar receipts from other areas, particularly 
the outer sterling area. 

Latin American countries have added $304 million to 
their gold and dollar assets. The favorable balance of 
payments position of this area appears to be the result of 
import restrictions by some countries and relatively de- 
pressed business conditions in others. Exports to Brazil, 
however, stabilized after declining for more than a year; 
during the first half of 1953 Brazil had a surplus at an 
annual rate of nearly $400 million in her merchandise 
trade with the United States, sufficient to pay for the 
deficit arising from service transactions. The Brazilian 
exchange position may not require a further downward 
adjustment in purchases from the United States, but the 
heavy amortization schedule of the recently extended 
Export-Import Bank loan may not permit a large increase 
in such Brazilian purchases. 

Canada was the only major area to transfer gold and 
dollar assets to the United States. This outflow totaled 
$231 million, partly because of a further rise in Canadian 
imports, which was not quite offset by exports or direct 
investments, and to increased U.S. tourist receipts from 
Canada. 


The changes in the commodity structure of U.S. ex- 
ports had some influence on the domestic situation. A 
rise of about $150 million in exports of machinery, vehi- 
cles, etc. (excluding military items) from the first to the 
second quarter of 1953 contributed to the continued high 
volume of activity in these industries. Exports of U.S. 
agricultural products, particularly of grain and cotton, in 
the second quarter were $100 million less than in the 
first quarter; and for the first half of the year, they were 
approximately $600 million below exports in the corre- 
sponding period of 1952. 

The movement of U.S. private capital changed from a 
net outflow of $200 million in the first quarter to a net 
inflow of $140 million in the second quarter of 1953. 
On long-term capital account there was a net outflow to 
Canada and Latin America and a net inflow from Europe. 
The inflow from Europe reflected $40 million of repay- 
ments of long-term bank loans, and coincided with the 
rise in interest rates in the United States and the nearly 
simultaneous decline in major European countries. The 
net capital outflow to Canada included large direct invest- 
ments in the mining and petroleum industries, partly 
offset by a capital inflow on portfolio account stimulated 
by the rise in U.S. interest rates. An inflow of $85 
million of short-term capital from the Latin American 
Republics reflected the repayment of short-term credits, 
especially of commercial debts by Brazil. 


Source: Department of Commerce, Survey of Current 
Business, Washington, D. C., October 1953. 
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U.S. Federal Debt Management 

Recent U.S. Treasury debt operations have been af- 
fected by the seasonal approach of the federal debt to its 
statutory limit of $275 billion. As part of the program 
for remaining within this limit, $360 million of Commod- 
ity Credit Corporation “certificates of interest” in crop 
support loans have been offered for sale to commercial 
banks. These certificates are excluded from the federal 
debt that is subject to statutory limitation; also, their 
sale is in line with the objective of having commercial 
banks participate increasingly in financing agricultural 
marketing. The CCC offering, which carried a 214 per 
cent rate for a nine-month maturity, was heavily over- 
subscribed, and further offerings of $1 billion of these 
certificates are expected before the year’s end. (At the 
end of August, the CCC had $3.7 billion tied up in in- 
ventories and loans under the price support program; 
this was more than twice the amount held a year earlier.) 

Borrowing within the debt limit has been restrained 
also by the suspension, on October 23, of further sales 
of the two-year tax notes that had been offered on Octo- 
ber 1. Largely because of this suspension the average 
yield on new 90-day Treasury bills dropped from around 
1.40 per cent during the first three weeks of October to 
1.22 per cent on the issue of October 29. The major new 
money being raised within the debt limit will be a $2 
billion issue of bonds to mature in seven years and ten 
months, bearing a rate of 234 per cent. This rate, which 
contrasts with the rate of 27% per cent on 34-year notes 
offered in September, reflects the continuing decline in 
long-term interest rates since June. (On October 26, the 
344 per cent bonds of 1978-83 were quoted to yield 3.01 
per cent.) Because of its maturity the new issue is ex- 
pected to be subscribed largely by banks. 
Sources: The Journal of Commerce, October 21 and 27, 


1953, and The Wall Street Journal, October 22 
and 27, 1953, New York, N. Y. 


Canada Removes Steel Controls 

The Canadian Government’s order providing for the 
certification of end-use on purchase orders for steel has 
been revoked, together with restrictions on end-use im- 
posed by such certification and the necessity to keep 
records of inventories. 
Source: Department of Defence Production, Press Re- 

lease, Ottawa, Canada, October 16, 1953. 


Latin America 


Colombian Bank Reserve Requirements 

The Banco de la Republica (the central bank of Co- 
lombia) has announced a reduction of 1 per cent, as of 
October 1, 1953, in reserve requirements on short-term 
bank deposits, and a further reduction of 1 per cent as 
of November 1, 1953. This action will lower the reserve 
requirement to 18 per cent, the rate that had been set in 
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September 1952. In June and July 1953, however, the 

percentage was raised to 20 to arrest an excessive import 

demand (see this News Survey, Vol. V, p. 388). 

Source: El Tiempo, Bogota, Colombia, September 24, 
1953. 


Paraguayan Exchange Control Regulations 

The Central Bank of Paraguay has announced that 
export receipts in excess of the official valuation (aforos) 
of exports paid for in currencies other than U.S. dollars 
is to be surrendered to the Central Bank at the official 
rate of 15 guaranies per dollar (see also this News Survey, 
Vol. VI, p. 7). As before, exporters who sell their goods 
for free dollars may, however, dispose of any excess as 
they choose, either depositing it abroad or selling it on 
the free market (presently at the rate of 55 guaranies per 
dollar). Shipments already made at the time of the reso- 
lution, against payments in currencies other than U.S. 
dollars, will receive the present free market rate, less a 
10 per cent “transfer commission” charged by the Central 
Bank on purchases of inconvertible currencies in the free 
market. 


Source: Bank of London & South America, Fortnightly 
Review, London, England, October 3, 1953. 


Chilean Public Investment Program for 1954 

The Chilean Government has sent to Congress for ap- 
proval its first public investment program, which is for 
the fiscal year January-December 1954. The preparation 
of an annual investment program covering all public 
agencies is required by legislation (see this News Survey, 
Vol. V, p. 252). Its purposes are to achieve a better 
coordination of financing in order to avoid inflation, and 
to integrate public investment with private investment in 
regard to both amounts and distribution. In recent years 
almost 50 per cent of total gross investment in Chile has 
been financed from public sources. 

The 1954 program provides for investment outlays of 
29.4 billion pesos; about 36 per cent will be supplied 
from social security funds, 21 per cent by the Develop- 
ment Corporation, 16 per cent by the Central Government, 
and 27 per cent by other public agencies. 

Of the total, 32 per cent will be invested in low cost 
housing, hospitals, and educational establishments; 18 per 
cent will be devoted to personal loans for investment 
purposes; 15 per cent to the development of mining and 
to industrial and electrification projects; 5 per cent to 
agricultural development; 12 per cent to transportation 
and commerce; and 18 per cent to public works projects 
by the Central Government. 


Source: El Mercurio, Santiago, Chile, October 12, 1953. 


Exchange for Minor Argentine Exports 

Circular No. 1808 issued by the Argentine Central 
Bank provides that exports of electric refrigerators are to 
be negotiated at the free market rate of about 13.95 pesos 
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per U.S. dollar, provided the motor of the refrigerator 

has been made in Argentina. Formerly, exports of refrig- 

erators made in Argentina were subject to the rate of 

7.50 pesos per U.S. dollar. 

Source: Bank of London & South America, Fortnightly 
Review, London, England, October 3, 1953. 


Other Countries 
New Zealand Exchange Allocation 
The New Zealand Minister of Industries and Commerce 
has stated that 9,368 applications have already been 
made this year for allocations of exchange amounting to 
£227 million; this is in addition to the basic allotments 
which had been placed at £56 million. Actual expendi- 
ture on exchange for nongovernmental imports in 1952, 
which had been regarded as a period of over-importation, 
was about £200 million. 
Source: The New Zealand Herald, Auckland, New Zea- 
land, September 10, 1953. 


South African Import Restrictions 

The South African delegate to GATT has reported that 
his Government has decided to endeavor to relieve the 
disturbing effects on the country’s economy of discrimina- 
tion in the application of import control. Discrimination 
in the application of import restrictions will be abolished 
as from the beginning of 1954. Only one type of import 
permit, valid for purchases from any country, will there- 
after be issued. 

This decision has been made possible by recent consid- 
erable improvements in the competitive position of the 
U.K. and Western European exporters supplying goods 
to South Africa. Since, however, it is still necessary to 
strengthen the central reserves of the sterling area, the 
existing arrangements under which a minimum of 4 mil- 
lion ounces of gold will be sold to the United Kingdom 
in each calendar year will be renewed. 

It is hoped that as a result of the improved competitive 
position of U.K. and Western European exporters, the 
renewal of these arrangements will not result in substan- 
tial drawings on South Africa’s gold and dollar reserves. 
However, so much importance is attached to the reduction 
of the South African cost structure by allowing importers 
to buy in the cheapest market, that the Government feels 
it to be in South Africa’s interest to face this risk rather 
than to continue discrimination. In the long run, how- 
ever, the South African attitude toward discrimination 
must be influenced by the policies followed by her most 
important trading partners. South Africa therefore re- 
gards it as absolutely essential that there should be the 
fullest cooperation between creditor and debtor countries 
to create the conditions necessary for the re-establishment 
of multilateral trade on a world-wide basis. 

Sources: GATT Release, Geneva, Switzerland, October 
19, 1953; The Times, London, England, Octo- 
ber 17, 1953. 


INTERNATIONAL FINANCIAL News Survey, October 30, 1953 


Gold Production in South Africa and West Africa 

Total gold output in South Africa during the first 
eight months of 1953 amounted to 7,895,804 fine ounces, 
63,409 ounces more than in the first eight months of 
1952. The new producers in the Free State continue to 
show increased production. Working costs in the Trans. 
vaal increased to 35s. 10d. per ton in August, but instead 
of the usual seasonal decline, there was a slight increase 
in the native labor force. The total number employed, 
278,057, was, however, less by nearly 12,000 than the 
number employed in August 1951. 

West African gold production during the first eight 
months of 1953 amounted to 480,042 ounces, about 


30,000 ounces more than in the corresponding period of 
1952. 


Source: Barclays Bank (Dominion, Colonial and Over- 
seas), Overseas Review, London, England, Octo- 


ber 1953. 


West African Currency Issue 
The West African Currency Board is introducing a 
new issue of £1 and 10s. currency notes, which will 
come into circulation on October 1 and will circulate side 
by side with the existing notes, the latter being gradually 
withdrawn from circulation. The new notes are being 
issued mainly for security reasons, and are more com- 
plex in design, thus making forgery more difficult. 
Source: Barclays Bank (Dominion, Colonial and Over- 
seas), Overseas Review, London, England, Octo- 


ber 1953. 





Fund Executive Director 

Mr. L. H. E. Bury, who has been Alternate Executive 
Director of the Fund for Australia and the Union of 
South Africa since March 1951, and was formerly a 
member of the staff of the Australian Commonwealth 
Treasury, has been elected Executive Director for Aus- 
tralia and South Africa. Mr. Bury succeeds Mr. L. G. 
Melville, who has been appointed Vice-Chancellor of the 
National University of Australia. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the 
end of each note. Explanatory material may be 
added, but no Fund editorial comment or opinion. 
Therefore any views expressed are taken from the 
sources quoted and are not necessarily those of the 
Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 


The Secretary 


INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 
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